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SYSTEM REVIEW REPORT

August 5, 2010

To the Shareholders
Darnall, Sikes, Gardes & Frederick

and the Peer Review Commiffee of the
Society of Louisiana Certifi ed Public Accountants

We have reviewed the system of quality control for the accounting and auditing practice
of Darnall, sikes, Gardes & Frederick (the firm) in effect for the year ended
May31,2010. Our peer review was conducted in accordance with the Standards for
Performing and Reporting on Peer Reviews established by the Peer Review Board of the
American Institute of Certified Public Accountants. The firm is responsible for designing
a system of quality control and complying with it to provide the fimr with reasonable
assurance of performing and reporting in conformity with applicable professional
standards in all material respects. Our responsibility is to express an opinion on the
design of the system of quality contol and the firm's compliance therewith based on our
review. The nature, objectives, scope, limitations of, and the procedures performed in a
System Review are described in the standards atwww.aicpa.org/prsummary.

As required by the standards, engagements selected for review included engagements
performed under the Government Auditing Standards and audits of employee benefit
plans.

We noted the following deficiency during our review:

Deficiency - The firm's policies and procedures do not require concurring parftrer reviews
or engagement quality control reviews on audit engagements. During our review, we
observed two audits performed by the same partner, under Government Audit Standards
(Yellow Book), that do not adequately document the risk assessment process; fuither, one
of the engagements did not contain sufficient documentation of the internal control
stucture, and audit programs were not comprehensively utilized in all areas. The firm has
advised us that, in both cases, complete documentation of all audit procedures performed
will be maintained in the subsequent engagements, the completion of which are
imminent.
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Recommendation - We recommend that all audit engagements performed and/or
supervised by the partner on these two engagements be closely supervised by an audit
manager or parher regularly involved in the audit frrnction. Compliance with
professional standards in the areas of planning, risk and internal contol assessment

should be emphasized during the process. Additionally, we recommend that the firm
adopt a policy requiring engagement quality contol reviews of all audit engagements.

In our opinion, except for the deficiency described above, the system of quality control
for the accounting and auditing practice of Darnall, Sikes, Gardes & Frederick in effect
for the year ended May31,2010, has been suitably designed and complied with to
provide the firm with reasonable assurance of performing and reporting in conformity
with applicable professional standards in all material respects. Firms can receive a rating
of pass, pass with defi.ciency(ies) orfail. Darnall, Sikes, Gardes & Frederick has received
a peer review rating of pass with deJiciency.
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November 10,2010

Peer Review Committee of the SocieW of Louisiana CPAs

Ladies and Gentlemen:

This letter represents our response to the report issued in connection with the peer review of the Firm's
system of quality control for the accounting and auditing practice in effect for the year ended May 31,
2010. The corrective actions discussed in this letter will be monitored to ensure they are effectively
implemented as part of our system of quality control.

l. The deficiencies noted by the review team related to engagements performed by one audit
partner. All management level audit responsibilities have been removed from this partner. In
addition, all individuals with responsibility for managing audit and accounting engagements have

been reminded of their responsibility to ensure the applicable professional standards for
performing and documenting engagements are followed.

2. The firm's Quality Control Document will be amended to require a concurring partner review on

all audit engagements. An audit department meeting is scheduled for November 29, 2010 to
discuss all revisions to the firm's Quality Control Document that are needed. The concurring
partner review requirement will be effective for all audits for the year ended December 31, 2010
and beyond.

As mentioned above, these corrective actions will also be emphasized in our monitoring procedures and

intemal inspection.

We believe these actions are responsive to the findines of the review.

Sincerely,

Darnall, Sikes, Gardes & Frederick
(A Corporation of Certified Public Accountants)
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